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The Hon Tom Koutsantonis MP

Minister for Energy and Mining
GPO Box 974
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Dear Minister
I am pleased to present the Australian Energy Market Commission’s 2021-2022 Annual Report.

This report is prepared in accordance with Section 27 of the Australian Energy Market Commission
Establishment Act 2004 (SA).
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Our role and functions

The Australian Energy Market Commission (AEMC) undertakes reviews and
advises the Energy Ministers’ Meeting on improvements to the design of
regulatory and energy market arrangements that benefit consumers in

accordance with the national energy objectives.

We make and amend rules under the National Electricity Law (NEL), the
National Gas Law (NGL) and the National Energy Retail Law (NERL).

We are an independent, statutory body delivering high quality and impartial
advice to policy makers and changing the energy market rules in response to
requests from governments, industry, consumer groups and individuals.

The AEMC was established in 2005 by the Australian Energy Market
Commission Establishment Act 2004 (SA). As the rule-maker and adviser for
Australian energy markets, it is our role to understand how the rapidly changing
context in which we operate affects the interests of consumers in the long term,
and to design a future-proof system accordingly.

Energy Ministers' Meeting -
energyministers

Provides national leadership on energy market
development.

ESB

Energy Security Board

Established by the nation’s energy ministers to Sheany
coordinate implementation of recommendations from BOARD

the Independent Review into the Future Security of the
National Electricity Market (Finkel Review).

WORKING WITH THE SECTOR

The AEMC is one of three market bodies responsible for successful functioning
of the National Energy Market (NEM). We collaborate extensively with our
colleagues at the Australian Energy Market Operator (AEMO) and the
Australian Energy Regulator (AER).

In 2021-22 the EMM agreed the Energy Security Board (ESB) would continue to
coordinate implementation of the Post 2025 reform package. The ESB’s
structure was revised and it now comprises the heads of the market bodies,
chaired by the AEMC’s Chair, Anna Collyer.

We also work with a diverse and growing number of stakeholders who have
interests in the operation of the NEM and Australia’s path to net zero emissions
by 2050. This reporting period has seen a significant increase in the ways we
connect with stakeholder organisations and individuals.

AEMO
Australian Energy Market Operator

Electricity and gas systems and market operator.
Works with industry to keep the lights on.

Energy Regulator

. . . ALUSTRALIAN
Compliance, enforcement and economic regulation. ENERGY
Polices the system and monitors the market. REGULATOR
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Performance highlights

38 + 9

Rule change ESB projects
projects

Rule changes Rule changes
completed underway

10

New rule change
requests

Reviews
completed

Reviews
underway

230

Leadership group formal
stakeholder meetings

25

Public consultation
events

83

Average event
attendees
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Report from the Chair

As the Australian electricity sector undergoes a once-in-a-
century transformation, each year brings with it a wave of
new developments and opportunities, and the 2021-22
financial year was certainly no different.

With clear commitments in place to achieve net zero by 2050
and the full effects of geopolitical events and global market
forces being felt locally, the transformation is happening
quickly. Delivering the right reform, at pace, has never been
more important.

The Australian Energy Market Commission’s approach, as
the rule maker and expert advisor to governments with a
focus on keeping costs down for consumers and ensuring a
reliable energy supply, has, as a necessity, been to introduce
a prioritisation framework.

Work commenced on major reviews and substantial rule
changes important to the operation of the energy market in
the short term, and those that will set the essential
foundations for the future by supporting the Post 2025
reforms set by the Energy Security Board.

In October 2021, AEMC staff and Commissioners delivered
landmark reform for energy consumers through our Access,
pricing and incentives arrangements for DER (now CER).

We now have a suite of rule changes supporting the efficient
integration of consumer energy resources, such as small-

scale batteries and electric vehicles, into the grid as well as
two-way participation by households and small businesses.

A major piece of work is a Transmission planning and
investment review to assess options for a more timely
delivery of the major infrastructure projects that will be
needed to deliver power from renewable generation and
energy storage technology to customers.

The review focuses on factors such as financeability and
social licence. Options presented will help to give much
needed certainty to market participants and investors to
ensure transmission networks and interconnectors are built
at an affordable rate for customers.

We will also look at ways to better work with communities to
achieve the social licence needed to secure land, gather work
crews and dig. This review is now well underway.

In June 2022, when the Australian Energy Market Operator
acted to temporarily suspend the market the AEMC
responded swiftly with a plan to process compensation
claims for losses during the administered pricing periods.
Staff then moved to expedite a timely rule change request to
temporarily raise the administered price cap in order to
stabilise the market in rare emergency situations.

These kinds of projects would not be possible without the
collaborative efforts of our stakeholders. We are already
seeing the benefits of a revised approach to engaging even
more closely with a diverse range of groups, who have
contributed to a more robust decision-making process.

ANNA COLLYER

Chair, Australian Energy Market Commission
Chair, Energy Security Board

Retaining and attracting the best talent to lead this work has
also been a focus in 2021-22. We implemented a series of
initiatives to support staff returning to the office on a hybrid
basis and reviewed the organisation’s values with a view to
adapting our capability and development framework.

The list of key achievements for the year extends far beyond these examples. Other highlights included:

+ commencement of a series of targeted reforms to support the Energy Security Board’s Post 2025 plan

- commencement of the Review into extending the regulatory frameworks to hydrogen and renewable
gases

+ recommencement of the Review of the regulatory framework for metering services

+ implementation of the Five minute settlement rule change

« implementation of the AEMC Strategic Plan.

I'd like to thank Kerry Schott AO as former Chair of the ESB, David Swift as the retiring Deputy Chair of the
ESB, and Merryn York and Allison Warburton as former AEMC Commissioners, for their significant
contributions to these initiatives and more.

The year ahead promises further change as households, businesses and industries continue to explore the
benefits of consumer energy resources and electrification, but we are all pulling in the same direction and
we have a plan. | am excited, knowing what our team at the AEMC can bring.
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Report from the Chief Executive

The 2021-22 year was extraordinary around the globe. Here
in Australia, and in our national energy market we witnessed
exceptional events and achievements.

At the Australian Energy Market Commission, we have
adapted our approach in response to these changes, and |
am particularly proud of the way AEMC staff performed
through the year and the outstanding work they have
contributed. People and purpose are at the heart of what the
AEMC is about.

The financial year started with the confirmation of the Energy
Security Board's reform program at the Energy Ministers’
Meeting, committing high priority status to the vast majority
of the projects on the AEMC'’s schedule.

This focus on ‘priorities’ meant a new way of looking at
problem solving and rule changes. It meant bigger work
plans that accommodated for a deeper analysis of the
complex and common issues raised by our own teams of
experts, and each of our stakeholders.

Projects like the Transmission planning and investment
review and the Review of the regulatory framework for
metering services were commenced and facilitated in stages,
each with its own new body of knowledge, deep engagement
and decision-making processes required as our experts
ventured into unchartered territory.

It's important to remember there is no silver bullet in energy
policy — but we have to progress the reforms as quickly as
possible, and the key will be coordinating their design and
implementation in a way that maintains reliability, security,
and affordability across the NEM.

Getting the solutions right for this period of transition
demands more forward thinking, innovation, collaboration
and perseverance than ever before and AEMC staff
demonstrated each of these attributes in spades.

A new focus on sequencing our work plans also created
opportunities to work more closely with market bodies for a
united approach. No one has all the answers - we must work
together, and we were able to share experienced AEMC staff
with the ESB as it commenced the ‘maturing’ phase of the
development of its Post 2025 reforms. Collaborating, listening
and having a dialogue with stakeholders has been critical to
getting better outcomes. | want to thank everyone who
attended an AEMC forum, submitted a response to a
consultation paper and shared their knowledge and insight as
we collectively worked on these challenges.

We were also able to show a clearer delivery pathway to the
energy sector rather than a long list of similarly important
projects, and, importantly, we could encourage highly
committed team members to take a necessary and well-
earned break over the New Year period.

Further on in this annual report you will find team reviews
describing many of the achievements of the 2021-22 year. In
every case, we recognise the challenges our people have
overcome to deliver outstanding work. We are working
differently since the pandemic, and while we have been able
to return to the office in a hybrid way, we are still making use
of the unexpected benefits of past lockdowns.

Also in this report, we update the actions carried out for the
seven key initiatives in our Strategic Plan. While all the
initiatives represent real improvements in the way we work
together and with the sector, one of the most important has
been the continued investment in our people during difficult
times.

| thank the Commissioners and the staff for their efforts in
2021-22 and look forward to completing another outstanding
year in 2022-23, supporting each other and building ever
stronger foundations for our national transition to net zero
carbon emissions by 2050.

BENN BARR

Chief Executive, Australian Energy
Market Commission
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Commissioners

AEMC Commissioners are appointed by Australia’s state, territory and federal
governments to make the rules under the national energy laws, and to advise
governments on overall energy market development. A two-thirds majority of the
Energy Ministers’ Meeting is required to confirm a new Commissioner appointment.

Our Commissioners bring a breadth of commercial, government and regulatory
experience to their roles and hold advanced qualifications in engineering, law,
commerce and economics.

They exercise the AEMC’s statutory rule-making and market development functions,
subject to delegations, and are responsible for the organisation’s strategic direction.
Most of the functions relating to the management and day-to-day running of the
organisation are the responsibility of the Chief Executive and the executive
leadership team.

Commissioners also review the corporate governance framework of the
organisation, review the AEMC's budget, monitor its financial performance, and
consider and approve the annual financial statements.

In 2021-22 there were five Commissioners: Anna Collyer (Chair), Charles Popple,
Michelle Shepherd, Allison Warburton and Merryn York.

Allison and Merryn concluded their terms with the AEMC on 11 March 2022. We
thank them for their valuable service to the AEMC and the energy sector.

Recruiting new Commissioners involves an extensive search and approval process,
which was underway at 30 June 2022.

COMMISSIONERS
As at 30 June 2022

Reliability
Panel

Audit & Risk

Management
Committee

SNOILONNA ONY S37104 HNO
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ANNA COLLYER

Anna Collyer has more than two decades of
experience in the Australian energy sector and has
worked extensively on industry reform. She was
appointed as Chair of the Australian Energy Market
Commission on 1 February 2021.

Along with Chair of the AEMC, Anna was appointed
Chair of the Energy Security Board on 1 November
2021, charged with delivering the Post 2025 energy
market reforms to create a power system fit for the
future.

As a partner of Allens law firm from 2001 to 2020, and
in her early career, Anna focused on the energy sector
throughout its evolution, from the initial reforms of the
1990s to its current period of major transformation.

Drawing on her in-depth sector knowledge and
strategic approach, Anna advised a broad range of
clients in the public and private sectors on major
projects and transactions, working closely with energy
ministers on a number of occasions.

Anna’s leadership roles have focused on managing
complex organisational change. As Allens’ Head of
Innovation she fostered innovation at all levels of the
firm, not only in technological developments but also
in new ways of working and addressing disruption.

Anna has a Bachelor of Laws (Honours) and a
Bachelor of Commerce from the University of
Melbourne.

CHARLES POPPLE

Charles Popple has spent more than four decades in
the energy network sector. In the 1990s he played a
significant role in the development of the National
Electricity Market including reform of the network
sector and the implementation of transmission system
planning and pricing arrangements.

He has also held management roles with Victorian
Power Exchange, VENCorp, SPI PowerNet and SP
AusNet. As a consultant, his focus was on energy
markets and regulatory arrangements, with a view to
achieving a balance between security, environmental
challenges, and competitive pricing and products for
energy consumers.

Charles is also a director of the Bass Coast
Community Foundation, which is a charity
organisation involved in community projects in the
Bass Coast Shire in Victoria.

Charles has a Bachelor of Engineering from Monash
University and a Master of Engineering Science in
power system engineering from the University of
Melbourne.

MICHELLE SHEPHERD

Michelle has over 20 years’ experience in energy
policy and regulation in both the private and public
sectors and has been at the forefront of the markets'
development across Australia.

Michelle was the General Manager, Regulatory and
Government Affairs at Alinta Energy for six years
where she was actively involved in energy policy
reform and the commercial implementation of policy
changes nationally. Prior to Alinta, Michelle spent
nearly 10 years at AGL where she played a key role in
the development of the regulatory frameworks across
Australia. Michelle has also worked for the Australian
Competition and Consumer Commission, UK
Competition Commission and the Federal Department
of Finance.

Michelle has strong board experience and a focus on
governance. She was a board member of the YMCA
WA for four years, serving as Vice President (Deputy
Chair) for her final two years of service. Michelle also
spent almost five years on the board of REMCo when
it operated the WA gas market. She is a graduate of
the AICD Company Directors Course and holds a
Bachelor of Commerce from Curtin University and a
Bachelor of Applied Economics from Murdoch
University.
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Commission statutory meetings

gty Boar‘d (C? Declared conflicts Full Commission ol Declared conflicts
Commissioner rganisational) Attended & e Attended Lk |
< (potential/actual) meetings (potential/actual)
meetings
Anna Collyer, Chair 10 9 0 34 30 1 6
Charles Popple 10 10 (6] 34 33 1 13
Michelle Shepherd 10 10 0 34 32 1 14
Allison Warburton® 6 4 0 24 21 0 6
Merryn York* 6 6 0 24 21 1 7
1

*Former Commissioners Merryn York and Allison Warburton left the AEMC on 11 March 2022.

MERRYN
YORK

ALLISON
WARBURTON
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Reliability Panel

The Reliability Panel (the Panel) forms part of the AEMC'’s institutional
arrangements and has detailed functions and powers conferred on it under the
National Electricity Law and Rules. It is responsible for monitoring, reviewing
and reporting on the safety, security and reliability of the national electricity
system. The Panel also provides advice in relation to these matters at the
request of the AEMC and seeks technical advice from AEMO to support its
work.

Panel members represent a range of participants in the national electricity
market (NEM), including small and large consumers, generators, network
businesses, retailers and AEMO. The AEMC also uses its discretion to appoint
discretionary members to achieve broader representation of persons with direct
interests in the NEM.

The Panel met 11 times in the year to 30 June 2022, receiving briefings from
staff within the AEMC and AEMO. It also held a series of workshops to discuss
and progress policy issues for the Reliability Standards and Settings Review
(RSS Review).

The Panel completed the 2021 Annual Market Performance Review this year
and had three reviews underway at 30 June 2022:

« 2022 Reliability Standards and Settings Review (RSS Review) delivered 1
September 2022, considers whether financial incentives in the NEM are
sufficient to support the investment necessary to provide reliability
outcomes consistent with consumer willingness to pay. The 2022 review
was extended and the scope was reduced through an AEMC rule in March
2022.

+ Review of the Frequency Operating Standard (FOS Review) expected in
April 2023, is investigating the appropriateness of settings in the FOS in
light of the ongoing energy market transformation. It also considers new
standards for frequency during normal operation and for the rate of change
of frequency (RoCoF) in the power system.

* Review of the guidelines for identifying reviewable operating incidents
expected late September 2022, was initiated after AEMO proposed
changes. This guideline was last reviewed in 2012 and the Panel included a
number of other issues, including interactions with a recent, in its review.

SNOILONNA ANV S3T70H HNO
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Reliability Panel membership 2021

-22

Member

Organisation

Representation

Term

2021-22 start date

Charles Popple (Chair)

Chair and AEMC Commissioner

AEMC

Term expires 16 February 2023

Ongoing

Stephen Clark

Project Director, Project Marinus,
TasNetworks

Transmission network service providers

(TNSPs)

Term expires 17 December 2024

18 December 2021 (reappointed)

General Manager Energy Policy &

Consumer’s Advocacy Program, PIAC

Joel Gilmore Planning, Iberdrola Australia Discretionary Term expires 17 December 2024 18 December 2021
Gabrielle Kuiper Iwsters B Sor e gy Boonomive and Discretionary Resigned 30 June 2022 20 September 2021
Financial Analysis (IEEFA)
Ken Harper Group Manager Operational Support, AEMO N/A Ongoing
AEMO
Craig Memery Froject Ieam L eaciey; knsgy & Water End-use customers of electricity Term expires 30 June 2023 Ongoing

Melissa Perrow

General Manager Energy, Brickworks
Limited

Discretionary

Term expires 31 September 2024

8 October 2021

Peter Price

Head of Corporate Strategy & Executive
General Manager Asset Safety and
Performance, Energy Queensland

Distribution network service providers
(DNSPs)

Term expires 31 September 2024

8 October 2021

Keith Robertson

General Manager Regulatory Policy,
Origin Energy

Market customers

Term expires 31 December 2022

Ongoing

Ken Woolley

Executive Director Merchant Energy,
Alinta

Generators

Term expires 30 May 2023

Ongoing
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Audit and risk management

Risk management is a fundamental component of managing our operations. Our
processes to identify, assess and manage risk include:

= Audit and Risk Management Committee monitoring of the overall risk
management framework, financial reporting processes, processes for compliance,
performance of auditors and oversight of the audit program

« A broad-based risk assessment process which is used to develop a rolling three-
year internal audit plan and to inform risk management activities.

« A risk appetite statement

= The corporate planning processes which prioritise actions based on assessed
risks

» The identification and management of compliance areas on a functional basis with
legal support where necessary

« The project control framework which is used for all rule change and review
projects. This includes the creation of a risk register, where relevant, and the active
management of identified risks

AUDIT AND RISK MANAGEMENT COMMITTEE

The Committee is responsible for monitoring the overall risk management
framework, the financial reporting processes, the compliance processes, the
performance of auditors and overseeing the audit program.

This includes monitoring auditors and management and advising the Commission of
the results of that monitoring in relation to:

+ the overall risk management framework
« financial reporting processes
- systems for internal control and management of financial risks

+ processes for monitoring of compliance with legislation and regulation and the
AEMC's Code of Conduct and fraud prevention

+ audit scopes, outcomes and actions

- performance of auditors

AUDIT AND RISK MANAGEMENT COMMITTEE

MEMBERSHIP 2021-22

ARMC meetings in

Declared conflicts

AEMC Commissioner

p——— 20021-22 R (potential/actual)
David Pendleton, 5 5 0

Independent Chair

Stephen Horne 5 5 0

Independent member

Allison Warburton*® 2 4 0

AEMC Commissioner

Michelle Shepherd* 1 1 0

*Ms Warburton's term expired in March 2022 and Ms Shepherd took up the Commissioner's seat on the committee
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Strategic Plan

In 2020-21, the AEMC gathered strategic intelligence about its internal,
sectoral, national and global context and defined a list of strategic objectives to
achieve over a three-year period.

In September 2021, our Strategic Plan was launched, with its primary purpose
to ensure we make the best possible contribution to Australia’s future
productivity and living standards as we work towards a decarbonising,
affordable and reliable energy system for consumers.

Together, the Strategic Plan and AEMC Statement of Intent set the
Commission’s direction for the way we perform our functions.

There are three objectives guiding our plan:

« We deliver effective outcomes for consumers through practical rule changes
and expert advice

* We improve the energy market through more forward-thinking action and
decisions

+ We continuously adapt the way we engage and collaborate with all
stakeholders’

The plan, currently in its first year of delivery, comprises seven initiatives:

+ A new decision-making framework

« A prioritisation framework

= Better engagement and collaboration with stakeholders
= ‘Brevity’

+ Continuing to invest in our people

« Effective collaboration with market bodies

* Forward thinking

A DECISION-MAKING FRAMEWORK

The national energy market objectives are at the heart of every decision we
make at the AEMC. Recognising the unprecedented rate of change in the
transition underway, we reviewed and updated the way we apply the
objectives. The resulting framework sets a practical and transparent approach
to decision making with a strong focus on improving processes and an
enhanced consideration of implementation issues within the AEMC.
Transparency ensures our stakeholders can better understand and participate
in the initiation and consultation stages of rule changes and reviews, helping us
deliver timely and effective determinations.

2021-22 actions include:

« Updating our decision-making assessment criteria for all rule changes and
reviews, and developing ‘house views’ to inform our approach to key
issues.

* Reviewing our Guide to Applying the Energy Market Objectives
document and commencing work to translate the way we apply the national
energy objectives, including through our assessment criteria, to make
practical, transparent decisions.

MIIATH NI HY3A HNO
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A PRIORITISATION FRAMEWORK

Our prioritisation framework improves how we resource and sequence work,
with a structured and consistent approach to the projects that provide the
largest benefit to consumers. The framework has three parts:

« ldentify our key focus areas over 12 months. This guides our progress for
rule changes and reviews, as well as our forward-looking insights for better
consumer outcomes.

+ Be transparent and inform rule change proponents what the key focus areas
and priorities are and how they affect the work to be delivered. Rule
changes falling outside these priorities will still be progressed if urgent or
critical to the functioning of any of the electricity, gas or retail markets. Work
requested by the Energy Ministers’ Meeting will always be prioritised.

+ |dentify new and strategic ways of working and delivering our priority
projects. This includes continuing to leverage expertise across market
bodies, streamlining existing rule making processes, bundling and
sequencing projects where it makes sense to address issues collectively.

2021-22 actions include:

« Applying the framework to help sequence work program from November
and efficiently direct our efforts to high-priority activity such as the ESB
Post 2025 program and transmission reforms.

« Exploring numerous ways to conduct work, such as drawing on expertise
from other market bodies and industries to support some strategic projects,
and adopting a streamlined approach to smaller rule change requests.

BETTER ENGAGEMENT AND COLLABORATION WITH
STAKEHOLDERS

We continuously improve our connections with all stakeholders so engagement
is truly two-way and ongoing. We strive for open and effective communication
across the sector to ensure participants are heard, informed and influential in
our work. The geographic challenges presented by the pandemic have,
conversely, led to even greater stakeholder engagement. The adoption of web-
based meeting platforms has extended our reach to even more energy sector
participants, from hard-to-reach executives of global enterprises through to
smaller, specialist organisations with limited staff-time and travel resources.

In 2021-22, a concerted effort in this stakeholder initiative saw our senior staff
and Commissioners engage in over 2300 productive meetings and forums,
more than twice the previous reporting period’s number. Improvements in the
way we captured meeting outcomes has also enriched our understanding of
stakeholder needs and changes in views across the sector.

2021-22 actions include:

« Updating our stakeholder map to reflect increasingly diverse stakeholder
groups and allocating Commissioners and senior staff to key stakeholders,
leading to even more productive relationships developing through the year.

= Continuing to integrate our CRM tool with other internal systems so our staff
can easily record and retrieve information about our stakeholders and better
respond to their questions and reactions to our work.

M3IAIH NI HY3A HNO
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‘BREVITY’

This initiative aims to improve the effectiveness of all Commission rule
changes, review reports and supporting communication. The pace and scale of
change across the energy sector has significantly increased the reading load
for all participants, and both stakeholders and staff appreciate clear, succinct
and accessible written material given the significant reading required to engage
with the pace and scale of change across the energy sector. Brevity’s scope
includes simplifying, testing and revising the templates we use for internal
decision-making and external consultation and reporting. The initiative is also
establishing a consistent, plain English writing style throughout the
organisation.

2021-22 actions include:

« Redesigning templates so our decisions are more accessible to readers.

» Developing tools to help staff communicate with the new, clearer models
and plain English writing principles.

« All staff members receiving plain-English writing training.

COLLABORATION WITH MARKET BODIES

The relationship between market bodies is essential to the success of
delivering a fit-for-purpose NEM. The AEMC continues to effectively partner
with energy market bodies formally and informally to deliver better outcomes,
including through better coordinating and sequencing of work programs and
streamlining implementation of rule changes. In 2021-22, collaborations
included staff secondments to ESB projects, participation in the AER-led
innovation toolkit project, a joint paper with AEMO on Essential System
Services, and a deep collaboration project between our Markets team and
AEMO that is driving a highly effective information sharing relationship.

2021-22 actions include:
+ Collaborating on work such as -
« staff secondments to ESB projects
= participation in the AER-led innovation toolkit project
+ a joint paper with AEMO on Essential System Services

+ a deep collaboration project between our Markets team and AEMO that
is driving a highly effective information-sharing relationship.

CONTINUING TO INVEST IN OUR PEOPLE

We continue to invest in an engaged workforce where we support one another,
value diversity and expand our expertise in the broad range of capabilities
necessary to meet the Commission’s objectives. We work with our people to
strengthen our ways of working and introduce new approaches that deliver on
our strategic plan. Our focus is on opportunities to help drive engagement and
retention, and inspire our people to do their best work, to learn and to grow.

2021-22 actions include:

= Launching a holistic wellbeing program.

« Defining values and behaviours among our staff that support the overall
delivery of the Strategic Plan.

« Starting a review of our graduate advisor program to ensure we provide our
graduates with the right skills to tackle the challenges posed by energy
system transformation.

FORWARD THINKING

Deep understanding of markets and economics is a central part of the AEMC.
These skills are complemented by engineering and policy-making expertise. We
bring multi-disciplinary teams together to grapple with the challenges the
energy sector is facing. We leverage our in-house quantitative analysis and
energy market modelling capability to provide unique insights for an
increasingly complex, interrelated and expanding work program.

Our forward-thinking is enhanced by expanding relationships with academic
and other research institutions, and our involvement with key international
energy market forums.

We are undertaking scenario planning on how the market must evolve to reach
net zero by 2050. We also conduct research and analysis into long term
problems facing the sector, to inform future directions for our work and
contribute to broader thinking on the sector’s evolution.

2021-22 actions include:

- Commencing a critical trends analysis to inform the priorities set for our
work. Our analysis is recorded in a newly developed critical trends register.

= Developing an internal knowledge bank to capture key ideas and
developments from our own staff and others in the energy sector.
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Executive leadership team

AS AT 30 JUNE 2022

BENN BARR

Chief Executive, Australian Energy
Market Commission

Benn Barr has over 20 years' experience in energy and
climate change policy and a deep understanding of the
national energy market and opportunities for renewable
energy. He has expertise in the energy market and
regulation, with a track record of providing strategic policy
advice to government across a diverse range of resource
management areas, as well as contributing to the national
Council of Australian Governments (COAG) energy agenda.
Benn has a strong interest in effective modern governance
having recently undertaken professional development at the
John F Kennedy School for Government at Harvard. He
was the Secretary of the Council for the Australian
Federation, a collaborative intergovernmental group of state
and territory First Ministers, and has served as the
Queensland Government’s senior official for the COAG
Energy Council. Ben joined the AEMC following six years as
Deputy Director-General in the Queensland Department of
Natural Resources, Mines and Energy.

Danielle Beinart
A/Executive General
Manager, Networks and
Technical

Michael Bradley
Executive General
Manager, Consumer,
Markets and Analytics

Benn Barr

Chief Executive Jack Schmidtke

General Counsel, Legal
and Governance

Gayee McGrath
Executive General
Manager, Corporate
Services

Victoria Mollard
Executive General
Manager, Economics
and System Security
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Reports from our teams

The AEMC’s Commissioners are supported by the Chief Executive and the AEMC’s executive leadership team. Together they discharge rule-making and market development

roles in line with the AEMC’s Code of Conduct which requires AEMC staff to act with fairness, honesty, impartiality and integrity in all our dealings. Our executive leadership
team set the agenda for the organisation and are accountable for its operating principles. They develop and implement the organisation’s strategy and direct our rule-
making and review functions. The Chief Executive and executive leadership team have delegations in relation to some statutory decisions, including initiation of rule
changes, and a range of other operational matters, including the employment of staff and engagement of consultants.

DANIELLE BEINART

A/Executive General Manager, Networks and Technical

Danielle leads the team responsible for reviews
and rule changes relating to energy networks,
including gas pipelines, electricity distribution
and transmission. She joined the AEMC in
2021. Her energy sector experience covers a
range of policy, regulatory, commercial, and
consulting roles. Danielle holds a Bachelor of
Laws with First Class Honours and a Bachelor
of Science (Environmental Biology) from the
University of Technology, Sydney, and an MBA
(Executive) from the Australian Graduate
School of Management.

YEAR IN REVIEW

We completed or commenced significant rule changes and reviews in 2021-22, supporting
the ESB Post 2025 reform program and contributing to the sector’s ongoing transition to
net zero by 2050. Our work helps pave the way to necessary innovations including efficient
integration of small-scale solar and batteries, increasing use of electric vehicles, and
investment and regulatory support for significant new transmission infrastructure.

Completed work includes the Access, pricing and incentive arrangements for DER rule
change, clarifying the role of DNSPs in providing import and export services and
developing prices for export services. We also delivered the Connection to dedicated
connection assets determination, clarifying arrangements for sharing privately funded
network assets and providing effective protections for funding parties.

The Transmission planning and investment review was initiated, aimed at ensuring the
regulatory framework is flexible enough to support the significant new transmission
required to bring renewable energy generation and storage to consumers as we transition
to net zero.

We collaborated extensively with market bodies and others in the sector throughout the
year. The review of Metering services has continued and has extensively engaged with
stakeholders in 2021-22 to develop consensus on the need to accelerate smart meter
deployment. Another example is our participation in the DEIP dynamic operating
envelope working group, which led to recommendations for a consistent approach on
DNSP implementation of dynamic export limits.

The year saw changes in team composition and structure and a need to build and broaden
our expertise in specialist areas — particularly in transmission. Despite the challenges, the
team presented outstanding work across all projects and continues to learn and grow in
capability.
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MICHAEL BRADLEY

Executive General Manager, Consumer,
Markets and Analytics

Michael joined the AEMC in 2016 and leads
the team responsible for the consumer
segment, markets and data analysis at the
AEMC. He has directed major projects
including a review of hydrogen and blended
gases and rule changes for the implementation
of five-minute settlement and the wholesale
demand response mechanism. Michael has a
Bachelor of Economics from the University of
Sydney and wide-ranging commercial,
regulatory and policy development experience.

YEAR IN REVIEW

We implemented or commenced significant reforms in 2021-22, including reviews and rule
changes for transmission, gas, resource adequacy and CER implementation. Some of
these areas are well known to us, although presenting new challenges. Others - like the
comparatively new field of hydrogen and blended gases — saw the team on the same
learning curve as the rest of the energy sector.

Among the highlights in 2021-22, we delivered the Hydrogen and renewable gases
review; commenced a rule change for the Victorian Declared wholesale gas market;
implemented major market reforms with Five-Minute Settlement, and fully implemented
the Wholesale Demand Response Mechanism.

We worked with the Reliability Panel to begin an important update for the market’s
transition: the Reliability standards and settings review. The review considers whether
existing reliability standards and settings are appropriate for the market from 2025-2028,
which will be a crucial time of change in the NEM.

The year also featured a deep collaboration project with AEMO. As the market operator,
AEMO is our prime source of advice on technical matters, costings, implementation
timeframes and observations on the day-to-day effectiveness of the market in meeting the
national energy objectives. It's important for the whole sector that we have a highly
effective working relationship, and in 2021-22 this continued to grow and improve.

The changes during the year — from pandemic to ESB confirmation to market suspension —
saw the team meet many uncertainties and challenges, growing in skills and agility along
the way.
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GAYEE MCGRATH

Executive General Manager, Corporate Services

Gayee joined the AEMC in 2016, and leads the
teams responsible for people and culture,
procurement and IT.

Her background is in management, previously
working in senior executive roles for a global
event management agency and for Qantas.
Gayee recently led strategic initiatives for the
AEMC in staff capability framework, diversity
and inclusion, and holistic wellbeing.

She holds qualifications in business studies,
and certifications in leadership, executive
management and human resources.

YEAR IN REVIEW

Helping our people through the impact of the pandemic amidst increasingly rapid change in
the energy sector remained a strong focus of our work program during 2021-22. Included
in this was a transition to sustainable hybrid work, adapting and improving our practices so
that our people remain connected with each other, with access to resources that enable
safe and productive work practices, and to ensure we sustain a culture of continuous
learning and high performance.

Our IT team have supported our organisation with this shift as we continue to explore and
implement valuable tools to better engage internally as with our stakeholders in virtual
meetings, and provide applications that support us to operate optimally in a fast-paced
and complex environment.

A number of initiatives were launched to support this, including a holistic wellbeing
program, progressing work to strengthen diversity and inclusion, as well as working with
our people to refresh our organisational values. Our revised values form part of our new
Capability Development Framework which has been designed to adapt to the opportunities
and challenges of the energy transition.

We also welcomed our highest ever intake of graduates during 2021-22, with 10 graduate
advisers joining our policy, economics and legal teams. Supporting their development over
the past year has been hugely rewarding, with planning underway for our continued
program in 2022-23.
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VICTORIA MOLLARD

Executive General Manager, Economics and System
Security

Victoria leads the team responsible for reviews
and rule changes relating to system security
and reliability, which are a principal focus for
energy market bodies in our transition to net
zero by 2050. She also leads the Reliability
Panel secretariat. Victoria has been at the
AEMC since 2012, mainly working on
transmission frameworks and wholesale
market reforms.

She holds a Bachelor of Commerce and Arts
and a Master of Commerce in Economics from
the University of Auckland.

J

YEAR IN REVIEW

System security was our focus for much of 2021-22. We are at the forefront of adapting to

such a high penetration of inverter-based plant, so there are exciting opportunities to break

ground in this field. Two major determinations were highlights: Efficient management of
system strength, and Fast frequency response market ancillary services.

With much of our work involving unknown factors, our team goals emphasised

collaboration to build expertise. We worked closely with the technical experts at AEMO and

developed technical working groups with stakeholders who contributed valuable
knowledge and experience.

Overall, the team progressed the ESB’s Post 2025 recommendations relating to essential
system services, focusing on how to do this at least cost to consumers. The Energy
Ministers’ confirmation of these recommendations in 2021 set clear directions for our
essential system services workstream and while we may have had fewer projects in
number, the rule changes are generally larger in scope.

The Reliability Panel, which we support with secretariat services, also had a busy year -
onboarding many new members and working on complex and significant projects. The
Panel significantly increased its engagement with the ESB, NEM jurisdictions and sector
stakeholders, to better understand perspectives and inform its decisions.

The team continued to develop effective ways of working together and with others during
another series of pandemic lockdowns. We were able to bring in new talent and get them
up to speed even during remote and hybrid office periods, and the quality of work
produced reflects how well our experienced and fresh staff came together.
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JACK SCHMIDTKE

General Counsel, Legal and Governance

Jack leads the team that supports the
Commission on legal, regulatory, audit and risk
and governance matters, and drafts
amendments to the national energy rules.
Before joining the AEMC in 2014, he worked in
corporate practice groups at international law
firms and as an in-house counsel, providing
advice on regulatory matters, corporate
governance and mergers and

acquisitions. Jack holds a Bachelor of Laws
with First Class Honours and a Bachelor of
Arts from the University of Sydney.

YEAR IN REVIEW

In a time of great change and transition, our team continued to provide timely, high-guality
advice to the Commission and staff on legal and governance matters in 2021-22.

During the year we ran enhancement programs including improving the accessibility and
usability of the energy rules for staff and stakeholders. Our online rules project was fully
launched in this reporting period and after 12 months has more than 326,000 page views,
proving a welcome alternative to the PDF version for many stakeholders.

We also found and implemented greater efficiencies in the way the AEMC undertakes rule
changes and advice, and participated in other strategic initiatives that benefited staff and
stakeholders. In particular, the decision-making framewaork initiative sets a practical and
transparent approach to decision-making, helping stakeholders better understand and
participate in the initiation and consultation stages of rule changes and reviews.

The rule changes and reviews we supported in 2021-22 were complex, novel and diverse.
We commenced work on a rule change designed to protect customers affected by family
violence, for example, and took our first steps towards bringing hydrogen into gas
markets.

In the broader legal environment, we have kept the organisation aware of wide-ranging
regulatory changes with potential impacts on the energy sector, including the introduction
of the Australian Climate Change Bill, the Commonwealth’s Critical Infrastructure
Protection Amendment Act, and the launch of the NSW Electricity Infrastructure
Roadmap.

Against the backdrop of a rapidly changing sector, we added to our team training, strategic
development and mentoring efforts to ensure we continue to build on the skills, expertise
and knowledge within the team so we can adapt quickly and support each other and the
organisation on new challenges.
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STAKEHOLDER ENGAGEMENT

Our stakeholders are a diverse and growing set of market bodies, jurisdictional
representatives, market participants and consumer groups.

We more than doubled number of times our senior staff and commissioners
met with stakeholders this financial year, from 1104 meetings in 2020-2021 to
2304 meetings in 2021-2022. We are building increasingly meaningful
connections with stakeholders by mapping their concerns and, where possible,
assigning the same staff and commissioners to their meetings so our
understanding becomes both deep and broad.

Stakeholders are also consulted on 100 per cent of our workstreams through
one-on-one meetings, online and face-to-face engagement, and online forums
and webinars. We seek advice and feedback, surveying stakeholders’
experiences throughout the duration of each project and rule change.

As well as meetings, we hosted 25 public consultation events in 2021-22, with
an average of 83 people attending each webinar or forum. We also helped the
Energy Security Board run seven public events, with an average attendance of
133 people at each.

-

2021-22

Leadership group formal
stakeholder meetings

1250
1063

2018-19 2019-20

1104

2020-21

2304

2021-22
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Our people

BUILDING CAPABILITIES

As a learning organisation we invest in the development of our people’s
capability. Our learning program prioritises core capabilities across project
management, analysis, communication, and leadership, as well as engaging
with industry to keep abreast of changes and innovation and leveraging our
internal expertise across economics and engineering disciplines to transfer
critical knowledge and skills to our policy advisory teams. Our program
continued to be delivered virtually in response to the impact of COVID.
Additionally, in 2021 we awarded our annual economics scholarship to a staff
member pursuing further study to better understand end-to-end processes
underlying the delivery of energy.

At 30 June 2022

Executive leadership team Commissioners Staff by gender

wiaie

Female 3 Female 2

Staff by status

® Staff directly associated
with rules and market
development project delivery

® Permanent
Full Time

® Fixed Term

e Commissioners

MANAGING CULTURE, RISK AND PROVIDING
TOOLS TO THRIVE

Central to our people strategy is driving a culture of psychological safety and
wellbeing. We value feedback and consult with our people regularly on all
aspects of their employment experience, including for example how we
approach flexibility in the workplace.

We take an integrated approach to managing workplace health and safety,
including delivery of a wellbeing program designed to support mental fitness by
developing mindset, as well as access to keynote addresses and educational
sessions, online resources, individual wellbeing plans and counselling services.

Additionally, we take measures to optimise our physical work environment,
undertake risk assessments and other preventative practices to ensure a
proactive approach to managing risk. This includes providing our people with
access to remote ergonomic assessments to ensure they are well supported
whilst working from home. We track our performance and regularly report on
the effectiveness of our programs and interventions to our executive leadership
team, commission and Audit and Risk Management Committee.

Adapting to the changing COVID pandemic response has been a crucial part of
our risk management practices over the past year, including evolving our
COVID Safe Plan to reflect government guidelines and operational changes,
including emergency management in a hybrid working environment.
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National energy objectives

We must have regard to the National Electricity Objective (NEQ), the National
Gas Objective (NGQ), and the National Energy Retail Objective (NERO) —
together, the national energy objectives — when making rules and conducting
reviews under the NEL, NGL and NERL. These three objectives focus all
activities of the AEMC on what really matters: the long-term interests of
consumers. The objectives were designed to accommodate change in the
energy sector by focusing on customer outcomes.

THE NATIONAL ELECTRICITY OBJECTIVE (NEO)

The objective of this Law is to promote efficient investment in, and efficient
operation and use of, electricity services for the long-term interests of
consumers of electricity with respect to: a) price, quality, safety, reliability and
security of supply of electricity; and b) the reliability, safety and security of the
national electricity system.

THE NATIONAL ENERGY RETAIL OBJECTIVE (NERO)

The objective of this Law is to promote efficient investment in, and efficient
operation and use of, energy services for the long-term interests of consumers
of energy with respect to price, quality, safety, reliability and security of supply
of energy.

THE NATIONAL GAS OBJECTIVE (NGO)

The objective of this Law is to promote efficient investment in, and efficient
operation and use of, natural gas services for the long-term interests of
consumers of natural gas with respect to price, quality, safety, reliability and
security of supply.

Making the rules

THE AEMC’S KEY RULE-MAKING PRINCIPLES

The AEMC adopts the following key principles for clear, effective, certain and
consistent rules:

A rule must be consistent with its legal context.

When making or amending rules, the AEMC must consider whether the relevant
change falls within its rule-making power and is consistent with the broader
legislative context. We must also consider how the rule will be interpreted and
applied.

A rule must be proportionate and appropriate.

When making or amending a rule to implement a particular policy outcome, the
AEMC needs to consider whether the nature and scope of a proposed rule is
appropriate and proportionate to the issue it is intended to address. We must
also strike a balance between precision and simplicity.

A rule must be clear, concise and well-organised.

When making or amending a rule, the AEMC must adopt a drafting approach
that best achieves well-organised, coherent, concise and consistent rules.
Rules must be clear and logical to the reader and assist them in easily
navigating the framework and understanding its nature, scope and effect.

A full description of our rule-making processes can be found at aemc.gov.au/
regulation/energy-rules.
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Status of rule changes at 30 June 2022

Initiation date Project name Proponent Status

19-Sep-19 Primary frequency response incentive arrangements * AEMO Open / Preparing final
5-Mar-20 Connection to dedicated connection assets * AEMO Completed / 8-Jul-21
11-Jun-20 Compensation for market participants affected by intervention events A~ AEMO Completed / 2-Dec-21
11-Jun-20 Affected participant compensation for FCAS losses A* AEMO Completed / 2-Dec-21
2-Jul-20 Fast frequency response market ancillary service # Infigen Energy Limited Completed / 15-Jul-21
2-Jul-20 Capacity commitment mechanism for system security and reliability services »* Delta Electricity Open / Preparing draft
2-Jul-20 Operational security mechanism #* Hydro Tasmania and Delta Electricity Open / Preparing draft
2-Jul-20 Introduction of ramping services Delta Electricity Open / Preparing draft
2-Jul-20 Operating reserve market ~ Infigen Energy Limited Open / Preparing draft
2-Jul-20 Efficient management of system strength on the power system * Transgrid Completed / 21-Oct-21
30-Jul-20 Access, pricing and incentive arrangements for distributed energy resources (retail) ** SA Power Networks Completed / 12-Aug-21
30-Jul-20 Access, pricing and incentive arrangements for distributed energy resources " SA Power Networks Completed / 12-Aug-21
30-Jul-20 Network planning and access for distributed energy resources "* Total Environment Centre and Australian Council of Social Service Completed / 12-Aug-21
30-Jul-20 Allowing DNSPs to charge for exports to the network A* St Vincent de Paul Society Victoria Completed / 12-Aug-21
8-Oct-20 Generator registrations and connections " Australian Energy Council Completed / 21-Oct-21
8-Oct-20 Improving connection process for embedded generators ~* Mr Damien Vermeer Completed / 21-Oct-21
17-Dec-20 Enhancing operational resilience in relation to indistinct events ~ COAG Energy Council Completed / 3-Mar-22
22-Apr-21 NEM settlement under low, zero and negative demand conditions ~ AEMO Completed / 17-Jun-21
22-Apr-21 Settlement under low operational demand * Infigen Energy Limited Completed / 7-Oct-21
5-Aug-21 Contingency arrangements for five minute settlement implementation ~ AEMO Completed / 9-Sep-21
19-Aug-21 Material change in network infrastructure project costs E‘;‘g’:g:‘:elgzergglg sglr:ca:\:si?;:iatian G PR (LI, Major Encigy QOpen / Preparing draft
26-Aug-21 Updating Short Term PASA AEMO Completed / 5-May-22
2-Sep-21 Governance of distributed energy resources technical standards Dr Kerry Schott AO Completed / 17-Mar-22

Key: * Consolidated » Extension granted -~ Expedited
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